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INTRODUCTION 


The amalgamation of Houston Oils Limited with En- 
sign Oils Limited, which was approved by shareholders 
of both companies on January 25, 1971 and completed by 
issuance of the formal Certificate of Amalgamation on 
February 4, 1971, has been the climax of an eventful year 
for Houston Oils Limited. 


As a result of the amalgamation, the operations of 
Houston Oils Limited and Ensign Oils Limited are now 
carried on by the amalgamated company and its affiliated 
and subsidiary companies which are referred to in the 
opening balance sheet forming part of this Report and 
these are collectively referred to as the “Company”. Refer- 
ence should be made to the maps forming part of this 
Report to locate specific areas to which references are 
made. 


The two companies, prior to the amalgamation, were 
both very active in exploration and development drilling 
(see Exploration and Development section) and it is the 
present management's policy to continue an active explor- 
atory and development program in the future. 


QUAND GAS RESERVES 


The Company’s oil and gas reserves on September 30, 
1970 as determined by consulting engineers were as fol- 
lows: 


OIL RESERVES: 


PRONE Clie eee chk cachet ane 2,074,893 barrels 
Propall Cette iris osrewmtes ceeent 3,645,449 barrels 
Total eee O 4 ee banels 


GAS RESERVES: 


PROVE Clete treet cee 493 billion cubic feet 
Br@lalol Garner crre ee ccc 12.5 billion cubic feet 
ilkaitvel lie eeereeseteacte secre 61.8 billion 


cubic feet 


LAND 


On February 4, 1971 the Company had an interest in 
25,903,663 gross acres which are summarized as follows: 


Working Interest Lands: 


Peioleuna aime! Netevitall (GalS. oreccoonesecnannonesonconnnn ene 16,359,021 
DSN OM pee ten cencer cat ensenene nacre sary sch cece genes renee eae ey ioe 
Net Carried Interest Lands: .......... Cee sone Bas 931,209 
Overriding Royalty Lands................. Rian ee eee ee 8,241,248 


PRODUCTION 


The Company is presently producing approximately 
500 barrels of oil and an equivalent of 8,000,000 cubic feet 
of gas per day. Approximately 6,529,000 cubic feet per day 
of the gas production is not actually being produced, but 
is being paid for by Northern Natural Gas Company under 
the “take or pay” provision of a gas contract with the 
Company covering gas reserves in the Tiger Ridge Gas Field 
of Montana. Before the end of 1971 we expect to have 
several shut-in gas wells located in the Lait and Matziwin- 
Verger fields in Alberta on production. 


FINANCIAL 


Current gross income after royalties from oil, gas and 
mineral production, on an annual basis, is estimated to 
be $565,500. After deducting direct operating costs the net 
production proceeds are estimated to be $380,000. During 
1971 an additional $340,615 from prepayments of future 
gas deliveries will increase the Company’s cash flow sub- 
stantially. 


EXPLORATION AND DEVELOPMENT 
(Oil & Gas) 


The Company was very active in Western Canada and 
the United States during the period ending September 30, 
1970, drilling or participating in 85 exploratory and devel- 
opment tests. The record for this program was 9 oil wells, 
18 gas wells and 58 abandoned as dry holes. 


Since September 30, 1970 the Company has partici- 
pated in 26 exploratory and development tests. Of these, 
1 was completed as an oil well, 10 were completed as gas 
wells and 15 were abandoned as dry holes. 


The Calling Lake project in northeastern Alberta added 
substantially to the Company’s proven and probable gas 
reserves (which are not included in the Reserve section 
above), with 7 of the 9 wells drilled resulting in gas discov- 
eries. The Company now has varying interests in 239,480 
acres in this prospect. Since this is a muskeg area, further 
development and exploratory drilling will now be delayed 
until the winter drilling season of 1971-72. 


Two development gas wells were completed in the 
Matziwin-Verger field and one development gas well was 
completed in the Lait (Aden) field in Alberta and one 
development oil well was completed in the Browning field, 
Saskatchewan. We anticipate doing additional develop- 
ment drilling in all three of these fields during 1971. 


Considerable development drilling may be necessary 
this year in the Tiger Ridge gas field of Montana (interests 
held by the Company’s wholly-owned subsidiary, Ensign 
Oils, Inc.) due to the possibility that Northern Natural Gas 
Company may commence taking gas from this field in 1972. 


The Company presently has plans to drill or participate 
in approximately 25 other exploratory tests on acreage in 
_which it now owns an interest in Canada and the United 
States. Several multi-well projects will be undertaken this 
summer by the Company. 


The Company will drill .an eight well program west 
of the Tiger Ridge field in Hill and Chouteau Counties, 
Montana. This is a shallow gas prospect on which the 
Company has a 50% leasehold interest in approximately 
93,000 net acres which will be reduced to approximately 
12.5% interest by bringing in other participants. 


A four well program will be drilled by the Company 
on a shallow oil and gas prospect in the Fort Benton area 
of Chouteau County, Montana. The Company presently 
has an 87.5% interest in 50,404 net leasehold acres which 
will be reduced to approximately 25%. 


The Company has a 50% interest in 148,351 net lease- 
hold acres in Bottineau and McHenry Counties, North 
Dakota on which it plans to drill four test wells. This is 
an oil prospect and the Company will retain a 25% interest. 


Other prospects scheduled to be drilled in 1971 in- 
clude a Mississippian oi! prospect in the Osborne area of 
Saskatchewan, two shallow gas prospects in the Whitford 
Lake area of Alberta, two Mississippian oil prospects in 
northern Montana, a 10,500 foot Red River oil test in North 
Dakota and a shallow gas prospect in northern Montana. 


HB COMPANY INTEREST ACREAGE 
© Location or Drilling Well 

3 Gas Well 

e@ Oil Well 

~~ Abandoned Well 


R.18 R17 R15. R14W4 
TZ 
mma 
co : 
one T.74 
al 
> S27Zn 
es ORGS Sle al Me ay a Re 
Bi if / = ta 
ie mB saan 
am, > gon 
eo son Baas 
> « Sao aa eee 
wwe ones +7) 
oe SCION MATA 
+ Fas Rea 
+ 0 * oS ° 
Br 2E8 
oe a; 
i _ ceee = |.71 
i wee 
fs Pic 


CALLING LAKE AREA 
EAST CENTRAL ALBERTA 


2 aes0: 2 4 6 8 
a 
Scale in Miles > 


R15 W.4 


EXPLORATION AND DEVELOPMENT 
(Minerals) 


The Company holds a 15% working interest in the Sun 
Cup No. 2 Uranium-Vanadium mine located in San Miguel 
County, Colorado and ore is presently being sold from 
this mine to a mill at Grand Junction, Colorado. A new 
ore body has been delineated by drilling southwest of the 
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Sun Cup mine and a shaft is presently being sunk with 
mining operations scheduled to be commenced in Sep- 
tember, 1971. This new mine, in which the Company has 
a 15% interest, will be known as the Dolores River Mine. 
Additional exploratory drilling will be done in the general 
area of these mines during the summer of 1971. The Com- 
pany owns a 15% working interest in 745 mining claims 
in the prospect area. 


The Company has a 33.4% interest in 402 mineral claims 
in the vicinity of Rankin Inlet, Northwest Territories, on 
which intensive airborne, ground geophysical and geologi- 
cal exploration was carried out in 1970, with several ano- 
malous areas being mapped. This is a nickel-copper pros- 
pect and we are presently offering other companies an 
opportunity to earn an interest in return for a commitment 
to conduct a large drilling program. 


The Company has an interest in other mining claim 
blocks in the Morell and Carswell Lake areas of Saskatche- 
wan, the Baker Lake area of the Northwest Territories and 
offshore Alaska. We plan to carry out ground surveys on 
the Morell Lake interests during the summer of 1971, in 
order to evaluate data obtained from an airborne geophy- 
sical survey. This zinc-lead-silver prospect is approximately 
36 miles south of the Gulf Mineral’s Uranium discovery 
in Wollaston Lake area. 


FOREIGN OPERATIONS 


TURKEY 


The Company’s affiliate, Tur-Kan Petrol Ltd., in which 
it holds a 30.5% interest, completed a farmout agreement 
in September, 1970, under which a test well was drilled 
on one of its Turkish properties, at no cost to Tuir-Kan 
Petrol Ltd. The test resulted in a dry hole. Tur-Kan Petrol 
Ltd. holds an interest in exploration licences on 494,200 
acres in District V and applications on an additional 
1,000,000 acres in District VI and is presently attempting 
to negotiate joint geophysical operations on prospects 
covered by these licences and applications which could 
be carried out in 1971. 


INDONESIA 


The Company has acquired a 10% interest in an In- 
donesian concession located in the southeastern Strait of 
Malacca between the Malayan Peninsula and the island 
of Sumatra. This concession comprises approximately 
10,000,000 acres. The Company will participate in a seismic 
program scheduled to start by August 5, 1971. 


Hawes 


The Company has a 10% interest in two exploration 
permits (totalling 107,287 gross acres), one onshore and 
one offshore, in the Vasto area of the Adriatic. Seismic 
work has been carried out on these permits and the opera- 
tor of this project is presently attempting to farm out an 
interest to third parties for a well commitment. 


The Company also holds a 50% interest in two explora- 
tion permits containing 26,000 gross acres in the central 
Adriatic offshore area. A farmout has been made with 
another company whereby they have agreed to conduct 
a seismic program. After the seismic program has been 
completed they will have the option to drill a test well 
to earn a 75% interest which would reduce the Company’s 
interest to 12.5%. 


NETHERLANDS 


The Company has a 4.5885% interest in Block Q-11 
comprising 40,000 gross acres located in the Dutch North 
Sea. No immediate exploration plans exist on this block, 


ABU DHABI 


The Company has a 5% working interest in a 778,000 
acre concession located in the Abu Dhabi portion of the 
Arabian Gulf. You will note on the map of this area that 
this concession is located only a few miles from several 
oil fields with reserves of two to three billion barrels. An 
exploration program consisting of 800 miles of marine 
seismic was completed in late 1970 and plans have been 
completed to commence drilling a test well in May 1971, 
which shall be drilled free of cost to the Company. 
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MISCELLANEOUS EXPLORATION 


The Company has contributed its Arctic Islands work- 
ing interest permit acreage along with several other permit 
holders to anew company known as Magnorth Petroleum 
Ltd. in exchange for a 10.7% share interest. The formation 
of Magnorth Petroleum Ltd., which now holds permits 
covering approximately 13.5 million acres in the Arctic 
Islands, will allow the necessary exploration work in this 
remote area to be carried out by one company, eliminating 
duplication of effort and providing a more economical 
source of information to its shareholders. A seismic survey 
has been planned for this summer to supplement the 2,300 
miles of seismic work carried out this past summer. 


The Company also plans to participate in reconnais- 
sance geophysical programs this coming summer on 
acreage in which it holds an interest located offshore 
Eastern Canada. 


FORECAS I 


It is the management’s opinion, since we are operating 
from a sound base of oil and gas reserves and involved 
in an active exploratory and development program in Can- 
ada, the United States and internationally, that the Com- 
pany has an excellent opportunity for continued growth 
during 1971. 


ACKNOWLEDGMENT 


The Board of Directors takes this opportunity to wel- 
come its new shareholders and to thank both new and 
old shareholders for your continued support and trust. 


Respectfully Submitted on Behalf of the 
Board of Directors 


ZOE bee 


A. E. WHITEHEAD, 
President. 
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February 4, 1971 


ASSELS 


Current 
Deposit certificate 10,000 
Accounts receivable 393,797 
Marketable securities, at cost 
(Market value $112,343) 125,691 
Prepaid expenses 14,146 


$ 543,634 
Note receivable — shareholder (Note 4) 25,000 
Drilling and exploration deposits 105,520 


Investments and advances — affiliated company, 
at cost (Note 5) 100,925 


Investments — other, at cost (no quoted market value) 49,470 


Property and equipment, at cost — less accumulated 
depreciation and depletion (Note 6) 4,259,079 


Other assets, at cost 23,909 
On behalf of the Board 
A. E. WHITEHEAD, Director 


LA NHLEARDS Direct Sere = 
} esas ciate $5,107,537 


The accompanying notes are an integral part of this balance sheet. 


AUDITORS’ 


The Shareholders, 
Houston Oils Limited. 
We have examined the consolidated balance sheet of Houston Oils Limited and its subsidiary companies 


as at February 4, 1971, Our examination included a general review of the accounting procedures and 


such tests of accounting records and other supporting evidence as we considered necessary in the 
circumstances. 


LIABILITIES 


Current 
Bank indebtedness, secured S57 
EC MIMES Avan GranG accrued: CHATSES: «ac: .verstias. Mudd eeceneetaese: 301,107 
Current portion of long term debt 146 306 


$ 507,270 
BremavincnteOlmUlumGes@as COMVEMES: 0. cskph ets icon ce onest: ceesdesteccen sestestnens 270 NSZ 


Long term debt (Note 7) 662,519 


SHARE OLDERS EQUITY 


Capital stock (Note 8) 
Authorized 
20,000,000 Common shares of no par value 


Issued 
4,123,000 Shares 4 679,791 


Deficit (Note 10) (1,012,195) 


3,667,596 


$5,107,537 


REPORT 


In our opinion this consolidated balance sheet presents fairly the financial position of the company 
as at February 4, 1971, in accordance with generally accepted accounting principles. 


COLLINS LOVE EDDIS VALIQUETTE & BARROW 
May 6, 1971 Chartered Accountants 
Calgary, Alberta 


10 


HOUSTON OILS LIMITED AND SUBSIDIARY COMPANIES 
NOTES* OsBACANGESs mitt 


February 4, 1971 


NOTE 1: AMALGAMATION 
The balance sheet of Houston Oils Limited (the amalgamated company) gives effect to the amalgamation, on a pooling of interests 
basis, on February 4, 1971 of Ensign Oils Limited and Houston Oils Limited (the predecessor companies). 


Under the terms of the Agreement of Amalgamation, each of the 1,995,000 shares of Houston Oils Limited (the predecessor company) 
was converted into one share of the amalgamated company; and each of the 1,596,000 shares of Ensign Oils Limited was converted 
into one and one-third shares of the amalgamated company. (See Note 7). The share purchase warrants and share options of the 
predecessor companies have been converted into undertakings of the amalgamated company on the basis outlined in Note 7. 


NOTE 2: ACCOUNTING PRACTICES 

The companies follow the practice of capitalizing all lease acquisition costs and exploration costs. If the lease is subsequently surrendered 
the accumulated costs are charged to income at the time of surrender. The costs of drilling unproductive wells are charged to income 
when the prospect area is abandoned. Lease acquisition costs and exploration costs of each producing area are amortized on the 
unit of production method based on estimated recoverable reserves of oil and gas. Depreciation of production and other equipment 
is provided on a straight line basis at rates designed to amortize the costs over the estimated useful lives of the assets. 


NOTE 3: PRINCIPLES OF CONSOLIDATION 
The consolidated balance sheet includes the accounts of the Company and its wholly-owned subsidiaries Bluenose Oils Ltd. (an 
Alberta company), Bridger Petroleum Corporation (a United States corporation) and Ensign Oils, Inc. (a United States corporation). 


The accounts of the foreign subsidiaries have been converted to Canadian dollars on the following basis: 
Current assets and current liabilities at the rate of exchange in effect at February 4, 1971. 


Other assets and liabilities at the rate of exchange in effect at the date of the transaction. 


NOTE 4: NOTE RECEIVABLE, SHAREHOLDER 

D. R. Long, an officer and employee is indebted to the Company for $25,000 which was used to purchase fully-paid shares of Houston 
Oils Limited (the predecessor company) in 1969. The loan is evidenced by a promissory note payable on or before August 1, 1974 
and is secured by the certificates representing the 10,000 shares purchased, which certificates are deposited with The Canada Trust 
Company, as Trustee. 


NOTE 5: INVESTMENT IN AND ADVANCES TO AFFILIATED COMPANY 

The company has advanced $97,670 by way of loan to an affiliated company, Tur-Kan Petrol Ltd. These funds, together with an 
equal amount received from another affiliated company, have been used by Tiir-Kan Petrol Ltd. to acquire and evaluate certain 
oil and gas exploration licences in Turkey, which evaluations were still in progress as at February 4, 1971. 


The Company holds 30.5% of the outstanding capital stock of Tur-Kan Petrol Ltd. at a cost of $3,255. 


NOTE 6: PROPERTY AND EQUIPMENT 
Property and equipment consists of the following: 


Accumulated Net 
Depreciation Book 
Cost and Depletion Value 
Oil and gas properties 
Fully or partially 
AevelO Pedi. s1. ees eset eae ee renee eet eee ee $1,727,058 $243,650 $1,483,408 
Undeveloped................ scitiotalgesaonet dh aes Oraadeae ao ie Cem oa Re a eee es 2,134,865 ~ 2,134,865 
3,861,923 243,650 3,618,273 
Mineral properties 
Fully or partially 
davelo ped) See eee cae esate ree ree ee ee 69,777 8,604 61,173 
Wiidevelope dis, j-vccecite HS ete fe epee ee aera are rm 217,792 = 217,792 
Production and other 
CQUID MEN Lean ee Te ne eee en een Lee ae 517,483 155,642 361,841 
$4,666,975 $407,896 $4,259,079 
Long term debt payable after one year consists of the following: 
FA banklOamanimennvecrne: EE ep eto fay che rane bree ab iintac ete sJabdssatenssea dente adiogne cach seen teed uneke SACRO NOT eet Ret eRe RM oid cree eA nti Seana $ 67,800 
9% bank loan ........... Seats 234,459 
9%% bank loan. ; ; F 47 300 
Interest free development loan 312,960 
$662,519 


Although the bank loans are evidenced by demand notes the banks have indicated that they will accept repayments in monthly 
installments totalling $146,306 per annum until the loans are repaid in full. 


The development loan due July 1, 1974 is repayable in quarterly installments out of the proceeds of sale of gas from certain properties. 
The Company does not anticipate that any repayments will be required prior to February, 1972. 


The various loans are secured by a pledge of future proceeds of production from specific properties, 


NOTE 8: CAPITAL STOCK 


The authorized capital of the Company consists of 20,000,000 shares without nominal or par value not to be issued for an aggregate 
consideration in excess of $20,000,000. 


The issued capital stock consists of 4,123,000 shares without nominal or par value with a stated value of $4,679,791 which were 
issued on conversion of the shares of the predecessor companies as follows: 


Number of Stated 

Shares Value 
Ens c@ smote ee eae as 2,128,000 $1,974,850 
Houston Oils Limited 1,995,000 2,704,941 


4,123,000 $4,679,791 


(See Note 1) 


The 300,000 share purchase warrants issued by Houston Oils Limited (the predecessor company) have been converted into 300,000 
share purchase warrants of the amalgamated company. Each warrant entitles the holder to purchase one share of Houston Oils 
Limited (the amalgamated company) at a price of $3.50 at any time up to December 15, 1972, after which date they will be void. 
Three hundred thousand (300,000) shares of the capital stock of the Company are reserved for the exercise of these warrants. 


The following shares of Houston Oils Limited (the amalgamated company) have been reserved for issuance on conversion of options 
granted by the predecessor companies: 


(a) Sixty-six thousand, six hundred sixty-seven (66,667) shares for issuance under the terms of an option granted by Ensign Oils 
Limited, pursuant to an underwriting agreement dated August 19, 1968. The option is exerciseable at $1.65 per share to August 
a), Wee, 


(b) Fifty thousand (50,000) shares for issuance under the terms of the stock option plan for key employees of Houston Oils Limited 
(the predecessor company). 


NOTE 9: 

Under the provisions of the Canadian and United States Income Tax Acts the companies are entitled to claim intangible exploration 
and development expenses without regard to the amounts charged in the accounts. As at February 4, 1971 the companies and their 
predecessors had incurred intangible exploration and development expenditures of approximately $4,000,000 which had not been 
claimed for tax purposes and which are available for carry-forward against taxable income for future years, subject, in part, to timing 
and certain other limitations. Of this amount, $2,300,000 is available for carry-forward by Canadian companies and the balance of 
$1,700,000 is available for carry-forward by the United States subsidiaries. 


The companies, in common with many other companies in the oil and gas industry, are of the opinion the “tax allocation” basis 
of recording income taxes relating to timing differences in claiming intangible exploration and development expenses as advocated 
by some accounting authorities is not appropriate for oil and gas companies. Had the Company adopted the ‘tax allocation” basis 
with respect to intangible exploratiot: and development expenses the accumulated income tax deferrals as at February 4, 1971 would 
have amounted to $98,000 which would have appeared as an asset in the consolidated balance sheet of the Company and its subsidiaries. 


It is the policy of the companies to provide deferred income taxes with respect to timing differences relating to tangible assets. 
However, as at February 4, 1971, there were no material differences of this nature and thus no deferred income taxes were required 
in this respect. 


NOTE 10: DEFICIT 
The opening deficit of the Company consists of the following items carried forward from the predecessor companies: 


Ensign Houston 
Oils Oils 
Limited Limited Total 
Deficit (retained earnings) September 30, 1970 0.0... $ (143,307) $ 302,913 $ 159,606 
Adjustment from the full cost 
method of accounting to 
conform with the accounting 
practices followed by 
EN OUS ES IRE OMG MEIIIIILG Hemeecteen attire snes sttera agence tetugh epacisrersssaNesoncseapapencentes 645,318 : 645 318 
Restated deficit, September 
BU O70 We betes. ee Nar ceuenccnnehrts snc ee ad ORICA DE ee ah ene Rene 502,011 302,913 804,924 
Net loss for the period 
October 1, 1970 to 
[SVOIAUE TAY 25. USNS ee Bee rec scers cricenn tl eRe eee oars o ROE Poe Ro oe 134,737 46,052 180,789 
$ 636,748 $ 348,965 985,713 
Ata all Gativeltl GMGO STS VOMICUC IMO timeemaes aul Tera erenersciaspeeseryarano terre eet 26,482 
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NOTE 11: COMMITMENTS AND CONTINGENCIES ; 
The Company has issued non-interest bearing demand promissory notes and letters of guarantee as security for the performance of 
work obligations by the Company and others in respect of normal exploration activities. The aggregate of such notes and guarantees 


amounted to approximately $626,000 at February 4, 1971. 


A subsidiary is obligated to pay $67,000 in connection with certain lease applications in Alaska, if and when, the relevant leases are 


issued. 


HOUSTON LAND INVENTORY 


PETROLEUM AND NATURAL GAS RIGHTS 


Houston 
(A) Working Interests: Gross Net (C) Royalty Interest: Gross Interest 
1 Albertaae. 2 eee eee 340,907 78,620 23. (i) Alberta (Mundare) .................. 1,440 10% 
2 Britishe Colin Dial eee tenes 54,360 20,313 (ii) Alberta (Mundare 
Se SdSkat elie wali a 72,840 13,779 & Provost) eae ee eee ee 4,680 8% 
4. Manito batetaeetn en eee 2,040 1,451 (iii) Alberta (Ponoka) .................. 640 2.5% 
be VI OT ae eee ee ent 614,340 153,585 (iv) Alberta (Vermillion) ............ 19,520 25% 
6. FOxe Basintes. o  a eee 685,810 219,566 24. (i) Saskatchewan (Sucess).......... 1,600 2.00% 
7 Bathime ls Vann cl teeaeeeere ese ee 1,158,884 289,721 (ii) Saskatchewan (Unity) .......... 86,720 1.00% 
8. East Coast (Offshore).................. 1,603,865 400,966 DO SeATOULGS |S) ain GS ae eee ee een 7,079,794 .25% 
9. Alaska (Leases & Lease 26. Yukonciend cece eee 47,425 50% 
OLLETINGS) seems 286,614 57,833 PAT fia 01 NAY We eet toe cree qosedonnsoncedacaco ate 189,153 50% 
(Om Montana x A ee : 433,787 153,721 (1) INN ioe eee 145,003 .75% 
Ta NOt Dg) alco alee eee 2 149,316 74,204 (GUID) IN VV eee eee 88,428 1.565% 
Zee IN GWalWV Gc CO eerste 477 477 28s BeaulOrtvea Gaara ren te eee 525,949 .125% 
13. Oklahoma eee 3 1,120 140 29" Alaska se ce. actie ee eee 50,896 .3125% 
14. Texas - 3,374 421 iF gee Ge 
15. Italy. Palate ict 133,287 23,729 ponies 
ANG) ADNON el ay INCoVA ST ISXSEEL anencheccd so-catoasen: 40,000 1,835 
Ace TAM OVI ND) OPM OM ae pcop thre ict coocxocnercnebonent 778,000 38,900 
TSP BGK Kep ate FEW ences ccrcace snca eeeostoeosn booesor 10,000,000 1,000,000 
19. Turkey RR ee Ne IR IR 8 * * 
— —— MINING RIGHTS 
16,359,021 2,529,261 (A) Working Interest: Gross Net 
(B) Net Carried Interests: SOM askatchewWalenern eames 115,370 59,270 
20. Arctic Islands Sieben 737,400 11,061 31. North West Territories .............. 223,023 88,061 
20. cYukone wees ae eee 138,642 25,995 B21 Alaska te. .crece cee eee 13,049 13,049 
DOIN WV hill te veeeseree eee 55,167 2,067 Som Colorac. orcs Ulta == =————saa 20,743 6,915 
931,209 39,123 372,185 167,295 


* Affiliate Company Tur-Kan Petrol Ltd. holds an interest in Exploratory Licences covering 494,200 acres in Turkey. 
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1970 OPERATIONAL HIGHLIGHTS 


Above: Company development well in the Lait gas 
field in southern Alberta. Top right: Lancaster 
Sound in the Arctic Islands where the Company 
participated in a 1970 seismic program. Centre: 
Gravity survey on Company-interest licences in 
District V in southeast Turkey. Centre right: Basur 
#101, exploratory well drilled on Tur-Kan lands 
in southeast Turkey. Bottom right: Uranium explo- 
ration on Company-interest land in San Miguel 
County, Colorado 
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‘eo HOUSTON OILS LIMITED 


950 THREE CALGARY PLACE 


355 - 4TH AVENUE SOUTHWEST, CALGARY, ALBERTA T2P OJ1 


June 7, 1972 


Dear Shareholder: 


Management of the Company has entered into an agreement with Neperan 
Resources Company of New York City, subject to your approval and the approval of all gov- 
ernment regulatory agencies, to sell 2,500,000 shares from its treasury for the cash consid- 
eration of $5,050,000. The effect of this sale would be to increase the Company’s issued and 
outstanding shares from 4,145,000 to 6,645,000 and through the purchase of the 2,500,000 
shares Neperan Resources Company would own 37.6% of the then issued shares. Normally, 
a private placement of treasury shares of this nature would be made by the directors with 
the necessary government approvals, but due to the size of this proposed sale, management 
is asking for your approval at an Extraordinary General Meeting of Shareholders to be held 
on June 22nd, 1972. Notice of the Meeting, Proxy and an Information Circular are attached 
for your attention and we request that you read this material to acquaint yourself with fur- 
ther details of the transaction. 


Neperan Resources Company is a partnership, organized under the laws of the 
State of New York, consisting of Louis Marx, Jr., Neil A. McConnell and Montague H. 
Hackett, Jr. Mr. Marx has been a shareholder in the Company since 1968 and has con- 
tinually invested drilling funds with the Company. He has also helped the Company raise 
other drilling funds. Mr. McConnell is the general partner of McConnell, Melhado, a mem- 
ber of the New York Stock Exchange. Mr. Hackett is a senior partner of the law firm of 
Kirlin, Campbell & Keating and is a member of the Board of Arbitrators of the New York 
Stock Exchange. 


It is anticipated that Mr. McConnell and Mr. Hackett will join the Board of 
Directors and management is of the opinion that their knowledge and experience in fiscal 
and corporate matters will be of considerable benefit to the Company. 


Company management recommends you approve the proposed sale since it will 


greatly strengthen the Company financially and allow it to expand its many exploration 
and development programs. 


Yours very truly, 


HOUSTON OILS EIMITED 


A. E. Whitehead 
President. 
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HOUSTON OILS LIMITED 


NOTICE OF EXTRAORDINARY GENERAL MEETING 


NOTICE IS HEREBY GIVEN that an Extraordinary General Meeting of the Shareholders of 
Houston Oils Limited (the “Company”) will be held in the Company Boardroom at 950 Three 
Calgary Place, 4th Ave. S.W., Calgary, Alberta at 10:00 o’clock in the forenoon (M.D.T.) on 
June 22nd, 1972 for the purpose of considering and, if thought fit, approving the form of Stock 
Purchase Agreement entered into as of June 1, 1972 between the Company and Neperan Resources 
Company, more particularly described in the Information Circular accompanying this Notice. 


Shareholders unable to be present at the meeting are requested to date, sign and return the 
attached form of Proxy to the Secretary of the Company, c/o The Canada Trust Company, 528 - 
8th Avenue S.W., Calgary, Alberta, Canada. 


Every holder of shares of the Company on the date of the meeting will be entitled to attend 
and vote thereat either in person or by proxy and such proxy need not be a shareholder. The 
transfer books of the Company will not be closed. 


DATED at Calgary, Alberta, June 7, 1972. 


BY ORDER OF THE BOARD 


J. A. MILLARD 
Secretary 
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HOUSTON OILS LIMITED 


PROXY SOLICITED BY THE MANAGEMENT FOR AN EXTRAORDINARY 
GENERAL MEETING OF THE SHAREHOLDERS OF HOUSTON OILS 
LIMITED ON JUNE 22nd, 1972 


The undersigned, being a shareholder of shares of Houston Oils Limited, (the “CCcompany”) hereby 
appoints Albert Edward Whitehead, Calgary, Alberta, or failing him, James Arthur Millard, Calgary, Alberta, 
oftailme hime loins Atha Dow Ming aC al oat va OL geen ee eee eee eee enone eee, © ee ee ee Te eet 
(a ee ace cea IE RE DOR OREO , as proxy to vote for and on behalf of the undersigned 
at an Extraordinary General Meeting of Shareholders of the Company to be held at 10:00 o’clock in the 
forenoon (M.D.T.) on June 22nd, 1972 at the City of Calgary, in the Province of Alberta, and at any 
adjournments thereof and at every poll which may take place in consequence thereof upon the matters that may 
come before the meeting, or any adjournments thereof in the same manner as the undersigned could do if 


personally present thereat, said proxy being hereby instructed to vote at the said meeting as follows: 


For [] or Against [-] approval of the Stock Purchase Agreement dated as of June 1, 1972 entered 
into between the Company and Neperan Resources Company. 


In the absence of any specification above, the said appointees shall be deemed to have been granted 
authority to vote the shares represented by this proxy “for” the approval of the aforesaid Stock Purchase 
Agreement. 


i + The undersigned hereby ratifying and confirming and agreeing to 
ratify and confirm all that such Proxy may do by virtue hereof. 


DATED this day of June; 1972: 


Signature of Shareholder 


Please sign exactly as name appears in the box at left. Joint owners should 
each sign. Executors, administrators and trustees, etc. should attach evidence 
of their authority and a corporation should affix its seal hereto. 


NOTE: Albert Edward Whitehead, James Arthur Millard, and John 
Arthur Downing are directors of Houston Oils Limited. A share- 
holder has the right to appoint a person other than those named 
above to represent him at the meeting, and may exercise this right 
by inserting the name of such other person in the blank space pro- 
vided above and deleting the names of Albert Edward Whitehead, 
ee a] James Arthur Millard and John Arthur Downing and initialling same. 


Number of shares held by the shareholder and voted by this Proxy —--______ 
Your name and address is recorded as indicated. Please report any change. 


PRINTED 
Cananh 


yd ("qaqarea* sell) Dageult as fois ao 
deindtet oS via ih al hy oe 
binglgin bred ty » ibid irs) bie sot — oF ‘ae i 
sce nb gah'o? CODE Yarkdaat 30 ps bee a a 
vac. eo Ode hg ty id aut Loe ata In GNSS poe bl 
van tens. gaalst: ab acne lott sa iit Tog pers tet 
S 0b Bcoo! Sinainstinis oti 2h sotteans pra en Sach pusaucamitie ge x 
t cwallek aa geitoone bien sf peewee pao es oporeake 


berenes STOR I to edn sot #6 10 fhgotyype. Ch tedagA 26 5 2) 
ze fi gf REID Ree ners Vn yates a neon at 


paclstioh.5) bet 3s Bie st vada entmoltaage yma Yo sore wat al 


as . Ne ; wf . ot a" ce 


+) grilierg4 bine onimaitanos fete cantar vehowed be 
a NT ee (cot dome Sali retin | 


a errr ey eens Sarit er ote 
” lb misde ky sselaasi2s 


bterhe sence sai ad tar ad ot sa SESE Sete Bt ere Pr eed : : 7 nies - 
sabive -ohae Sine va iu? das Sokhue sndis Vain ie dees Oe oe 


a 
N - ees 


tated be. ei alite Linas sehrterai al said tah we 
va 


rok Bae Sulit wdieA cugel bested bewh nalih SO». ® 

-stusla A, Giant! 2 soltGH lovgudowil) ove gyda - 7 a: ; 

Lemnaig voted maitit volta apaney A wilcgge cf Wala addcaiiebbyh > 

ntuiz, a) =i. vein Bag ere oat dee prrial Mee eet OL ayes ae 

one, yee Dold aly ot wer vibe thet Io ie ai eRioat, Pi 

rads. baawhol alli fo endae od) gorse im pear i. ee = 
:yctiaiind haw aniaweQranina Bear ig ra oe 1a | 2 


-) 
i$ 


gal hry 
ay 


AR29 


INFORMATION CIRCULAR 


SOLICITATION OF PROXIES 


This information circular is furnished in connection with the solicitation of proxies by the management 
of Houston Oils Limited (hereinafter sometimes called the “Company”) for use at an Extraordinary General 
Meeting of the shareholders of the Company to be held at Calgary, Alberta, on the 22nd day of June, 1972 
commencing at 10:00 o’clock am. (M.D.T.), for the purposes set forth in the Notice of Meeting accom- 
panying this Information Circular. Information contained herein is given as of June 7, 1972. The costs 
incurred in the preparation and mailing of both the proxies and this Information Circular will be borne by 
the Company. 


APPOINTMENT AND REVOCATION OF PROXIES 


A form of Proxy is attached to the notice of the Extraordinary General Meeting which accompanies this 
Information Circular. The persons named in such form of Proxy are directors of the Company. Any person 
or company giving a proxy will have the power to revoke such proxy at any time prior to the meeting. 
Attendance at the meeting in person by any shareholder will be treated as revocation of any proxy previously 
given by him. 


All properly executed proxies of shareholders received by The Canada Trust Company, Registrar and 
Transfer Agent for the Company, prior to the time of the meeting on June 22nd, 1972 will be voted at the 
meeting and, if a choice is specified with respect to any matters to be acted upon, will be voted in accord- 
ance with the instructions contained therein. 


The person or company submitting the proxy shall have the right to appoint a person to represent him 
or it at the meeting, other than the person or persons designated in the form of proxy furnished by the 
company. Such appointment may be exercised by the striking out of the names of persons so designated 
and inserting name of the appointed representative in the blank space provided, such deletion to be initialled 
by the person or officer signing the proxy. 


EXERCISE OF DISCRETION BY PROXIES 


A proxy in favour of the persons designated by management of the Company will confer discretionary 
authority on the persons appointed with respect to (a) amendments or variations to matters identified in 
the said notice of meeting, or (b) other matters that may properly come before the meeting. Management 
of the Company is not aware of any such amendments, variations or other matters to be presented for action 
at the meeting. 


VOTING SHARES AND PRINCIPAL HOLDERS THEREOF 


There are presently issued and outstanding 4,145,000 common shares of the Company. The Company has 
no preferred shares. The registered holders of shares of the Company, at the time of the meeting, are en- 
titled to attend and vote thereat on the basis of one vote for each such share held. The register of transfers 
will not be closed. To the best of the knowledge of Management, no person, firm or corporation owns 10% 
or more of the issued and outstanding shares of the Company. 


AGREEMENT WITH NEPERAN RESOURCES COMPANY 


The Company has entered into a Stock Purchase Agreement dated as of June 1, 1972 with Neperan 
Resources Company, (“Neperan”), a New York Partnership. The Stock Purchase Agreement will become 


effective only upon the fulfillment of certain conditions including approval of the Stock Purchase Agreement 
by the shareholders of the Company and calls for the appointment to the Board of Directors of the Com- 
pany of the following two nominees of Neperan (who are also partners in that partnership) as directors to 
replace two present directors of the Company, Messrs. Charles Franklin Agar and Roger Lauren Ball who 
have submitted their resignations effective as of the date of approval of the Stock Purchase Agreement: 


Shares of the Company 
Beneficially Owned as 


Name and Address Principal Occupation of June 7, 1972 
Neil A. McConnell General partner of 
12 Sutton Square McConnell, Melhado, 
New York, a member firm of the Nil. 
New York 10022, U.S.A. New York Stock Exchange. 
Montague H. Hackett, Jr. Partner of Kirlin, 
550 Park Avenue Campbell & Keating, 
New York, Attorneys-at-law, Nil. 
New York 10021, U.S.A. New York City, 
New York, U.S.A. 


The Agreement between the Company and Neperan provides for the purchase by Neperan of Two Mil- 
lion (2,000,000) shares of the common stock of the Company at a purchase price of Two ($2.00) Dollars 
per share and an additional Five Hundred Thousand (500,000) shares at a purchase price of Two Dollars 
Ten Cents ($2.10) per share. 


The closing of the transaction contemplated by the Stock Purchase Agreement is subject to the approval 
of its terms by shareholders of the Company, such provincial and national regulatory bodies as may be neces- 
sary or appropriate in the opinion of Counsel for the Company and for Neperan and stock exchanges on 
which shares of the Company’s stock are traded. The Company has agreed to sell the subject shares to 
Neperan by way of private placement, exempt from registration under the Securities Acts to which the Com- 
pany is subject and Neperan has agreed to purchase the shares as an investment and not with a view to re- 
sale or distribution. The Stock Purchase Agreement will, however, provide Neperan with certain rights in 
respect of possible registration after December 31, 1972 of shares purchased. 


If the Stock Purchase Agreement becomes effective, control of the Company will be acquired by 
Neperan which will then be the beneficial holder of approximately 35.9 percent of the issued and outstanding 
shares of the Company (after giving effect to the exercise of a maximum number of the Company’s share 
purchase warrants, discussed below). Apart from the appointment to its Board of Directors of nominees 
of Neperan, as above set forth, and the appointment of Mr. Hackett as Executive Vice President of the Com- 
pany, no further change in the management of the Company is contemplated at this time and Mr. A. E. 
Whitehead will continue as President of the Company. 


As directors of the Company, Mr. McConnell and Mr. Hackett will provide the Company with the 
benefit of their experience and knowledge in fiscal and corporate matters. The Stock Purchase Agreement will 
assure the Company of the availability of a substantial amount of cash for exploration and development and 
will enable it to conduct operations of a magnitude far greater than in the past. The Company will continue to 
be responsible for the acquisition of additional properties for exploration and development and _ will plan 
the exploration and drilling projects for the expenditure of funds generated through the Stock Purchase 
Agreement. 


Neperan is a general partnership organized under the laws of the State of New York. The Partners 
are Messrs. Neil A. McConnell, Montague H. Hackett, Jr., and Louis Marx, Jr. Mr. Marx has been asso- 
ciated with the Company for several years as a shareholder and presently beneficially owns 144,050 shares 
of the capital stock of the Company. 


The Company will also enter into a Financial Consulting Agreement with Resource Partners, a New 
York partnership of which Messrs. McConnell and Hackett are partners, under the terms of which an office 


will be established for the Company in the city of New York and financial and consulting services will be 
provided to the Company. The term of the Consulting Agreement is for one year commencing July 1, 
1972, subject to renewal rights, and Resource Partners will be paid One Hundred and Fifty Thousand 
($150,000.00) Dollars (U.S.) per year for such services rendered to the Company. 


SHAREHOLDERS RIGHTS UNDER WARRANT INDENTURE 


There are presently outstanding 300,000 Share Purchase Warrants of the Company, which are in bearer 
form and entitle the bearers thereof to purchase shares of the Company’s capital stock at a price of $3.50 
per share at any time up to 4:30 p.m. local time at the place of exercise on December 15, 1972. 

The Share Purchase Warrants are issued under a Warrant Indenture dated as of November 15, 1969 
between the Company and The Canada Trust Company which contains provisions for adjustment in the 
exercise price in certain events including the issuance of shares of the capital stock of the Company at a 
price below the exercise price in effect at the time of such issue. 

If the Stock Purchase Agreement becomes effective the exercise price in respect of such Share Purchase 
Warrants shall be reduced to $2.94 each, in accordance with the formula set forth in the Warrant Indenture. 


VOTE REQUIRED FOR APPROVAL 


The Resolution approving the Stock Purchase Agreement with Neperan must be passed by simple ma- 
jority of the votes cast in person or by proxy at the Extraordinary General Meeting. 


OTHER BUSINESS 


Management of the Company has no present knowledge that any business other than that referred to 
above will be presented at the meeting. However, if any other matters properly come before the meeting 
it is the intention of the persons named in the Instruments of Proxy to vote such proxies in accordance with 
their judgment on such matters. 


DATED June 7, 1972. 
BY ORDER OF THE BOARD OF DIRECTORS 


J. A. MILLARD 
Secretary 
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HOUSTON OILS LIMITED 


INTERIM REPORT 
For the six month period ended 
March 31, 1974 


TO THE SHAREHOLDERS: 


$4,115,000. 
CENTRAL ALBE — Houston acquired a 
25% interest approximately 41,000 acres 


of leases o7’Shallow gas prospects. Included 
in acquisition were three shut-in gas wells. 
Negotiations are presently underway to con- 
tract our gas reserves in this area. 

BUICK CREEK — The pipe line and compres- 
sor station in Northeastern British Columbia 
has been completed and gas sales com 
menced on April 24, 1974. The Company’s 
interest in this project is 334% which has 
increased our gas production by approxi- 
mately 1,000,000 cubic feet per day. Also in 
British Columbia, Quaser has completed its 
Grizzly Valley a-85-G, in which Houston has 
a3% Gross Overriding Royalty, for a calcu- 
lated flow of 48 million cubic feet per day. 

NORTHERN U.S. — The Company’s U.S. sub- 
sidiary, Bridger Petroleum Corporation, has 
acquired leases on three large prospects. 
Two prospects are in Wyoming and contain 
approximately 145,000 acres. The third pros- 
pect is in Nevada and contains some 115,000 
acres Bridger has a 50% interest in each of 
these prospects. 

BEAVER COUNTY, OKLAHOMA — Nine wells 
have been drilled, of which four have been 
completed as gas wells and five were dry 
holes. Calculated open flow tests ranged 
from 2 to 9.3 million cubic feet per day on 
the four completed wells. We expect to drill 


a further 10 - 15 walls in this project during 

the second half. 

ABU DHABI — The Arzanah NBR No. 2 which 
was drilled as a confirmation test three miles 
south of the Arzanah No. 1 oil discovery off- 
shore Abu Dhabi has reached total depth. 
Testing was carried out at rates in excess of 
7,000 barrels of oil per day. Amerada, as 
operator of this project, is presently looking 
for a drilling rig with which to drill another 
test well on the Arzanah structure. We are 
unable to forecast when the next test will be 
drilled due to an acute drilling rig shortage. 

CORPORATE — DeGolyer and MacNaughion, 
Consulting Engineers, have just completed 
an appraisal of the Company’s oil and gas 
reserves and lease holdings. Future net 
revenue from oil and gas reserves is esti- 
mated to be $45,064,474. Present worth is 
estimated to be $21,735,526, using a 9 per- 
cent discount factor. The Company’s unde- 
veloped acreage holdings were appraised at 
$13,720,665. 

The proposed Budget which brought Gown 
the Liberal Government has sent a shock wave 
through the oil and gas industry of Canada. If 
the proposals should become law it will have a 
devastating effect on our industry. Therefore, 
management will greatly reduce exploratory ex- 
penditures in Canada until after the election. 
lf the new Government should proceed to 
implement the Budget proposals then we will 
proceed to concentrate virtually all of our ex- 
ploration efforts in the United States and 
foreign areas. 


\, Respectfully Submitted, 
\ A. E. Whitehead 
President 


HOUSTON OILS LIMITED 


and subsidiaries 


CONSOLIDATED STATEMENT OF INCOME AND RETAINED EARNINGS 


SIX MONTHS ENDED 


MARCH 31 
1974 1973* 
Unaudited 
PRODUCTION REVENUE 
Othand Gas! produGtOnsessravalticSitermesen cosets eareene eres euet tc re near en $ 616,847 $ 398,330 
Mineralsproductlontys: xtacwierr . aul!) teeencss sysoc-s Sree meets aan eS 20 rere ae Aieli23 31,183 
Royalty andirentaliiincOme sartew: eu: s/ceye sud -<ia sve) cst ier cee nen menos ane. 8 ee eee 25,927 28,015 
669,897 57,526 
EXPENSES 
(OLCis) (Ala? eer EAS OR REE SO - RR tak! 2 5 ROMMEL AMOES 149,594 120,798 
Generalland administrattoniies: Sake... A eeeaeeayer tus « Seas wicies aye tate cetena nett oo Sireie ist am 310,691 255,673 
Cie|rathig: MOM! es) su kee wine MoE eae COMME Nt.) NC. | ea ame «MINI 2 Oye 209,612 81,057 
IRLGLESENTIVOOIINS a see er a oh Gok Riccio) ORT APIO Breet ce MCU > MIRC LP |) tN 191,247 > 80,788 
AiiniStrathon, TEVENUe ws. 5 s.c.cvoted des Cote Matern etait. Sc 1 ee! Ma): le a 99,020 272,326 
499,879 416,451 
IRtACESEVEXPENSE! 6 hi watts oases Rate Shade eens OIL ORI eT GT ERE SAC aMMMMERD "WONDND aM CRS eURNI 4! 287,156 
Net cash from operations before depreciation and depletion ......-................. 212,723 416,451 
'Dislelqsverr-tatolnweclarehroletel (ldolak wagesnwoetataine Gave Gs nocd ce bdwknn wo SA OREN AR OS 6 454 lame 239,782 187,185 
NMehiINCOMIE (LOSS) \w.« wa'ie sc lks feta k cipal mbm blob de elie ail eels ep ARteReaaN: el MIN (27,059) 229,266 -——~ 


RETAINED EARNINGS 


Balance‘at/beginning of. period (Deficit) Areca eee meme coon ieie ters eines eke 209.234 (333,006) 


Balance’at end: of perlogs ae setvlss ailase tans ike fete table spare acts oicls Soke eee tere atte es anita enter emerge 182,175 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
SOURCE OF FUNDS 


FIOM ODEFATIOMS is 20 ales Gila pisesiace tenia wparte Wein te anes eben umes ore Bi aiete tear pl ereny eran ae coun ea 22,123 
Gas prepayments = net: 2.9 se eee agi oem ob ere tanr Eten wae peau nie tyme eters eee ease 1,236,416 
Capital SstOeke © ors.4.csco.csceyabes a 2p awe tile Breeaotal 4 Geeks a Biswas en 0. Pe eave N oe Rha a eg 136,057 
Drilling deposit refund a. 26 vin eced Aca Eevee et Oa eich itetanaee arc oak eth sh rere Renee ia 6,056 

1,591 ,252 


USES OF FUNDS 


Plant property and equipment 6.0... .6 cece cece tet ee ere ee ee eee eee nee ete eens 2, OMlnosl 1,414,105 

Purchase real estate - net of mortgage oes e oo eel weve elensel ti euetele sya elnino rs > 1,904,813 

Other wi es di PE I BGA A ie ed er en cans 22,300 330,604 
4,676,786 1,744,709 

increase:.(Decrease) IM WOCKING/ Capital: sue crater nid ements ie te caartiars tenet eaalete tas i Senta (3,207,192) (346,917) 


*Restated giving effect to year-end adjustments 


Approved on behalf of the Board, 


[- Ca iver pare Director Wetec ve Director 
/ 


HOUSTON OILS LIMITED 


INTERIM REPORT 


for the six month period ended 


March 31, 1973 


TO THE SHAREHOLDERS: 


Houston had a net income of $368,242 or 
5.3¢ per share for this reporting period as 
compared to a loss of $9,629 or .2¢ per 
share for the same period last year. Cash 
flow was $504,452 or 7.2¢ per share as com- 
pared to $582,288 or 14¢ per share for the 
same period last year. The number of shares 
outstanding during this reporting period was 
6,959,236 as compared to 4,145,000 last 
year. Working capital at March 31, 1973 was 
approximately $4,500,000. 


In January Houston acquired all of the 
outstanding shares of Transalta Minerals 
Ltd. The chief asset of this new subsidiary 
is 36,016 acres of mineral titles it owns 
covering Petroleum and Natural Gas rights 
located in the Eastern and Southern portions 
of Alberta. An additional 3,200 acres of 
mineral titles were acquired at the same 
time from individuals who formerly owned 
Transalta. The mineral titles represent per- 
petual ownership of the oil and gas rights 
and at present are generating an annual 
income of approximately $30,000. 


During this reporting period the Company, 
through its U.S. subsidiary Bridger Petroleum 
Corporation, in conjunction with Calgary 
International, acquired 522,000 acres of oil 
and gas leases in the west-central portion 
of Utah. This acreage was acquired on a 
Devonian Reef prospect which is virtually 
unexplored. A gravity program is currently 
underway on this prospect and drilling is 
planned for late 1973 or early 1974. This 
prospect must be classified as an extreme 
wildcat, however, as one of the few remain- 
ing areas in the U.S. with the potential of 
Middle East type reserves, it is a very ex- 
citing prospect. 


The Company was awarded an 8,000,000 
acre petroleum concession by the Imperial 
Ethiopian Government. This concession is 
located in Southern Ethiopia adjacent to a 
large Tenneco concession. Houston has a 
25% interest in this project and preliminary © 
exploration work has been commenced. 


Respectfully Submitted, 


A. E. WHITEHEAD, 
President 


HOUSTON OILS LIMITED 


and subsidiaries 


CONSOLIDATED STATEMENT OF INCOME AND RETAINED EARNINGS 


March 31 
1973 1972* 

PRODUCTION REVENUE 

Oll''and? gas "production less, royalties) ee ere ee a ee $ 398,330 $ 218,151 a 

Mineral’ productiony <2.22 2... foc Sc OE ee eae eee eee Oe ae ee oe ee 31,183 40,817 

Royalty?“income <n. Ss ee ee re ee ee ¥ RTs A ee ae 10,295 1,052 
EXPENSES 

Operating: a er 120,798 128,571 

General’ and: administration: 2252. 2S eS ee ee 0 ee 232,173 103,631 
Operating income: el i 86,837 27,818 
Interest irVGOnmye) a re ee ee ee ee 80,788 2 o5S 
Administration revenue —.._. a ere ee es 272,326 17,039 
Net cash) from operations: before undernoted items) == eee 439,951 47,210 
Depreciation and Depletion ee Det NS 8 Boe soa a a ee 71,709 56,839 
Net, income = Bt he eee sil oe ee ere tae EN ee eee Os ee 368,242 (9,629 ) 
RETAINED EARNINGS 

Balance. at beginning of period’ <2...) ee eee 644,823 641,231 

Balance at end of period _..__.. beg oe eee Eee es ee ee 1,013,065 634,302 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS* 
SOURCE OF FUNDS 


From. OD@ratiOnS n= 2 ck A gee Rs Poh ae | Se en 439,951 186,895 
Drill gbondiirertincd es ree eee ee paler Men AE eee ee ate se lee eve Sci eee A! 7,310 
Gas prepayments - net __.. SN ans ce cen ee oe eh ee a 57,191 107,955 
Capital: g Stock x cee ra ee ee ee ee LAE, alee 916,840 
Sale of ‘P & NG leases?=net 2.2: ee eee L 666,844 


1,421,292 961,694 
USES OF FUNDS 


Loans & advances to subsidiaries 1g ca 43,940 81,628 
Plant. property «& equipment _ = eee 1,393,665 379,406 
Gther j= Pre oRSS PE Nand A Se eRe se re at ee PE ED Bea 38 2 ae an eee rer cee 330,604 

Bank loa seyret ie 197,000 
Development ‘Loan -Repayment 20 = 3 ee ee ee 51,107 


1,768,209 709,141 


Increase: (Decrease) “in, working capital (222s eee (346,917 ) 252,553 


“Restated on the full cost method of accounting 


